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During recent years, ac'ademic r'esearchers and policy makers have paic] an increasing 
amount of attention to the process of monetary policv. rules and their performance. Due to 
the complication of' the monetary transmission, the stu[ly of money, monetzu'y theories and 
economic policies in general are requh,ed. Thereforc, monetary policy. is not an easy 
subject, esl]ecially. when the channels of the monetary. transmission of this sub.ject are not 
completely settled yet. 
In China, the transmission channels of monetary policy attract much more attention 
than ever durinb"' the process of the refbrmation of Chinese financial system since the early 
1980's. In the process of the financial reformation, many items that al"e correlative to 
monetary policies are abandoned and new ones are adopted. At present, the instruments 
of monetary policy. , the intermediate targets of monetary policy. , and the goals of monetary 
policy are identified clearl~.T. It seems that we can achieve the economic goals undoubtedly 






































monetary transmission systern, and then improve the effectiveness of this channel should 
be focused on the marketization ot' thc interest rate. Total domestic credit has a 
relatively stronger explanation for a])p than the interest rate channel, it indicates that 
the bank lending channel is a main tl'ansmission channel during the period. However, the 
result of variance decomposition shows that the shock ef'fcct of the bank lending in the 
tenth-period is even less than that of the SPI at thc-same time. The totnl amount of 
credit no lonb"'er have impacts on the econorivy in a< direct way, and the ef.1bctiveness of 
credit transmission mechanism is weakening, implying that it is inevitable for Chinese 
banking system and structure to undergo t~,he commercializing refbrm. IPhe development of 
Chinese stock market has imp'acted t,he economy. prominently rathcr than the interest rate 
market and bank lending market that based on the test results. 'l'hus, the central bank 
shOulcl consider the effect of the fluctuation. of the stock market when select and design 
monetary policy. The cen.tral bank shOuld also keep eyes on the alteration of the stock 
price and utilize monetaly policy m older to I eep the eqmlibllum betwecn the caprtal 
amount and the currency, and f'in'ally to achieve thc ultim'ate go'.tls. Furthermore, the 
results also show that, broacl money plays a prominent role in the monctnry transmission, 
but it fails to be an intermedi,atc targ'et since the time lag is too l.ong' to control and to 
predlcate the ultimate goal "I'he optlmal. intermediate seems to be CPI or so c illed 
inflation rate regime according to a mLlch shorter time la'~". 
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